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SUBJECT: GATT WORKING PARTY ON EXPORT INELATION INSURANCE (Eli) 
REE: A. STATE 144599, B. GENEVA 5608 

1 . SUMMARY: EC AND U.S. WORK OUT SCENARIO FOR SUBJECT WP. 

EN SUMMARY. 
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2. IN CONTINUING DISCUSSIONS WITH EC, ON Eli, EC REP (ABBOTT) 

HAS EXPLAINED EC DILEMMA WITH RESPECT TO WP. THE BASIC PROB- 
LEM EACING THE EC IS THAT, WHILE THE COMMISSION WOULD LIKE TO 
SEE STRONG WP RECOMMENDATIONS CONDEMNING Eli, THE EC CAN TAKE 
NO POSITION IN THE WP BECAUSE OF THE PLIT OPINION AMONG 
ITS NINE MEMBER STATES, SOME OF WHICH MAINTAIN Eli AND 
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SOME OF WHICH DO NOT. ON THE ONE HAND, THE COMMISSION 
VIEWS THE Eli SCHEMES AS INCONSISTENT WITH ARTICLE 1 13 
OF THE TREATY OF ROME AND IS TRYING TO GET THE MEMBER 
STATES TO DISMANTLE THEM. AT THE SAME TIME, THE EC 
SPOKESMAN CANNOT LET THE UK AND FRANCE FEND BY THEM- 
SELVES IN THE WP WITHOUT SHOWING SOME SUPPORT. THIS 
HE HAS DONE BY AVOIDING DISCUSSION OF THE UK AND FRENCH 
SCHEMES WHILE POINTING AN ACCUSING FINGER AT OTHER 
POTENTIAL SUBSIDY PRACTICES IN ATTEMPTING TO LINK 
EXCHANGE RATE GUARANTEE SCHEMES TO Eli. 

3. AS WASHINGTON IS AWARE, THE COMMISSION FOLLOWS THE 
PRACTICE IN GATT MEETINGS OF QHW D FOR THE EC AS 

ANENTITY WHILE ALLOWING INDIVIDUAL MEMBER STATES TO 
SPEAK WHEN THE MATTER UNDERQPRPN CONCERNS THE 
PRACTICE IN AN INDIVIDUAL MEMBER A (FOR EXAMPLE, 

WITH RESPECT TO THE PANELS ONTHE DISC AND RELATED TAX 
PRACTICES, FRANCE, THE NETHERLANDS, AND BELGIUM HAVE 
SPOKEN IN THE COUNCIL IN DEFENSE OF THEIR TAX PRAC- 
TICES). IN THE Eli WP THIS MEANS THAT THE UK AND 
FRANCE DEFEND THEIR Eli SCHEMES BUT THAT THE EC SPOKES- 
MAN IS RESPONSIBLE FOR DISCUSSIONS CONCERNING THE WP 
REPORT AND THAT HE WILL NEED TO NEGOTIATE WORDING 
ACCEPTABLE BOTH TO FRANCE AND THE UK, ON ONE HAND, AND 
TO THE OTHER EC MEMBERS, ON THE OTHER. 
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4. WHAT THIS DILEMMA MEANS FOR THE WP REPORT, ACCORDING 
TO ABBOTT IS THAT: 

A. IT MUST SHOW SOME BALANCE WITH RESPECT TO DIS- 
CUSSIONS ON EXCHANGE RATE GUARANTEE SCHEMES, THAT IS, A 
FEW PARAGRAPHS IN THE BODY OF THE REPORT OUTLINGING EC 
ARGUEMENTS, AND REBUTTALS BY OTHER MEMBERS. THE EC WILL 
ALSO INSIST THAT THE CONCLUSIONS INCLUDE A REFERENCE TO 
EXCHANGE GUARANTEE SCHEMES, IF ONLY TO REPEAT THE DIF- 
FERENCE OF VIEWS EXPRESSED INTHE WP; AND 

B. THE PHRASEOLOGY OF "ALL OF THOSE NOT MAINTAINING 
Eli, "SOME" OF A "MAJORITY" BE CAREFULLY WORK OUT 

IN ADVANCE BECAUSE ANY ATTEMPT TO COUNT HEADS IN THE 
WP COULD BE DIVISIVE FOR THE EC IF WE PROPOSED LANGUAGE 
THAT FORCED THE MEMBER STATES TO TAKE OPPOSING SIDES. 
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5. ABBOTT BELIEVES THE QUESTION OF SELF-FINANCING MAY 
BE THE MOST DELICATE FOR THE EC SINCE THE UK WILL BE 
PUSHING FOR CONCLUSIONS THAT SELF-FINANCING SCHEMES 
ARE GATT CONSISTENT WHILE THE FRENCH WILL NOT ACCEPT 
SUCH WORDING. WE ARGUED THAT THE BEST WAY TO SOLVE 
THIS PROBLEM IS TO LEAVE THE ARGUMENTATION ON SELF- 
FINANNCING IN THE BODY OF THE REPORT BUT NOT TO MENTION 
IT IN THE CONCLUSIONS. 
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6' WE AND ABBOTT AGREED, GIVEN THE EC DIFFICULTY AND 
OUR MUTUAL DESIRE TO WRAP UP THE WP AT THE NEXT SESSION, 
TO ATTEMPT TO DRAFT LANGUAGE ACCEPTABLE TO THE U.S. AND 
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THE COMMISSION PRIOR TO JULY 25 WHICH HE WOULD THEN 
UNDERTAKE TO SELL TO THE MEMBER STATES AS A EINAL 
EC-U.S. COMPROMISE. 

7. ACCORDINGLY, IN CONSULTATION WITH THE CHAIRMAN 
(SELMER OF NORWAY), WE AGREED TO THE FOLLOWING SCENARIO. 
SELMER WILL DISTRIBUTE THE GATT DRAFT WP REPORT WITHOUT 
CONCLUSIONS TO THE MAJOR PARTICIPANTS THE WEEK OF 

JULY 18. DURING THE WEEK, SELMER AND THE SECRETARIAT 
WILL DRAFT AND DISTRIBUTE TO THE EC AND THE U.S. THE 
CONCLUSIONS TO THE REPORT AS A BASIS FOR DISCUSSIONS 
BETWEEN THE TWO PARTIES. (THE U.S. DEL HAS GIVEN 
SELMER THE WORDING IN PARA 2 OF REFTEL AS OUR DESIRED 
CONCLUSIONS.) WE WOULD THEN AIM AT AGREEMENT BETWEEN 
THE EC AND THE U.S. ON THESE CONCLUSIONS IN TIME FOR 
THE EC TO PRESENT THEM TO THE MEMBER STATES AT THEIR 
COORDINATING MEETING THE MORNING OF JULY 25. 

8. ASSUMING SUCCESS IN THIS TACTIC, ABBOTT IS IN- 
CLINED TO KEEP HIS INTERVENTION AT JULY 25 MEETING TO A 
MINIMUM, ALTHOUGH HE CAN'T GUARANTEE THAT THE UK AND 
FRANCE WILL DO THE SAME WHEN IT COMES TO A DISCUSSION 
OF THEIR SCHEMES. (AS REF B NOTES, HUNT OF THE UK IS 
LIKELY TO LAUNCH INTO A DEFENSE OF UK SCHEME ON BASIS 
OF ITS SELF-FINANCING ASPECT.) VANDEN HEUVEL 
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